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(Whereupon, end of in
canera proceedi ngs.)
CRCSS - EXAM NATI ON
BY
MR Rl DDI CK

Q M. Burdell, Conrad Riddick here, Gty of
Chi cago.

A Hel l o, M. Riddick.

Q I"d like to start by revisiting sone topics
that I spoke with M. MDonald about. One of the
questions | ask M. MDonal d concerned the
possibility of a refund obligation with respect to
deconmi ssi oni ng costs.

And in that connection, | asked him
whet her the agreenents attached to the notice
addressed this issue in any way, and he did not
know.

Do you know whet her the agreenents
attached to the notice address this issue?

A Yes.

MR FLYNN: Well, | have a couple objections.

One, to the extent that the witness is being asked
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to provide a | egal opinion; and, secondly, with
respect to the specific characterization of

M. MDonald' s testinmony. He said what he said and
the transcript will show that.

But with that, if the witness offers his
understanding and it's our understanding that he's
not offering a legal opinion, then | don't have a
pr obl em

JUDGE ZABAN: Ckay. M. Burdell, are you a
| awyer ?

THE WTNESS: Could | ask M. Flynn to speak up.
I really can't hear what he's saying.

MR FLYNN: | objected on the grounds -- to the
extent that it called for a | egal opinion, Bob. And
then Exam ner Zaban asked if you were a | awyer.

THE W TNESS: Am|l a lawer? No, | am not.

JUDGE ZABAN: kay. And you're not here at any
time with any of your testinony to render any | egal
opinions; is that correct?

THE W TNESS: No | am not.

JUDGE ZABAN: Ckay.

MR FLYNN: G ve ne one second.
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JUDGE SHOMI S: If you recall the question, you
can answer. And it's obvious that you're not
stating a legal --

THE WTNESS: The question was whether | knew
whet her the contribution agreenent had -- or covered
a refund in the deconm ssioning portion of the
contribution agreenent, and the answer is, yes, |
know.

BY MR RI DD CK

Q Is there a provision of the agreenents that
addresses the possibility of a refund?

A The agreenent contenpl ates that
deconmi ssioning will be covered through -- the
satisfaction of the decomm ssioning liability that
Genco is assuming from ConEd will be satisfied
through the transfer of the decomm ssioning trusts
to the Genco and ConEd's continued ability to
petition the Commi ssion to recover any shortfalls in
deconmi ssioning that may arise fromtine to tine.

As a result, the Conmmission will have the
ability to address through the Rider 31 pro ceedings

whet her there exists a shortfall; or if the
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shortfall doesn't exist, then that the Comm ssi on
will have the ability to adjust cost to service at

sone future date.

JUDGE ZABAN: | have a qui ck question on that
subj ect .
EXAM NATI ON
BY
JUDGE ZABAN

Q How does Commonweal t h Edi son propose to get
nmoni es back from Genco if it turns out there's
excess in the decomm ssi oni ng?

A Vell, it's really not contenpl ated that
there will be excesses because currently there is
about $2 1/2 billion in the deconmm ssioning trusts,
and the current decomm ssioning liability is roughly
5.6 billion; so there is roughly a $3 billion
shortfall in adequate funding of decomm ssi oni ng.

The -- so the what is being contenpl ated
is that ComkEd woul d continue to collect
deconmi ssioning costs fromratepayers and then remt
those col |l ections over to the CGenco.

Q And if ConkEd is unable to collect those
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deconmi ssi oni ngs by any action of the Comm ssi on,
will that result in an increase in rates that --
whi ch ConEd will have to buy electricity in order to
make up that shortfall?

A VWho i s speaking?

Q My nane is Sherwin Zaban. 1'mone of the
heari ng exam ners.

A Ch, okay. Could you break that question
down for nme?

Q Ckay. Assum ng and based on your assunption
that there is a current shortfall of about
$3 billion and that the -- that Genco is going to --
or anticipates that ConEd will continue or be able
to continue to collect decomm ssioning costs via
Conmi ssion approval, if, in any event, the
Conmi ssion either severely limts ConEd' s ability to
col | ect deconm ssioning costs or term nates ConEd' s
ability to collect deconm ssioning cost, wll that
result in an increase in the cost of electricity if
ConEd has to buy from Genco in order to make up that
shortfal I ?

A Vll, | think before we even begin to talk
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about the price of electricity, | think the conpany
woul d evaluate in that scenario whether it was
economi cally beneficial to even create the Genco
nunmber one.

However, assum ng that the conpany were
to determ ne that the Genco was still economcally
advi sabl e and created it, the agreenents that the
Conmi ssion has before it to approve state that the
price of power through 2004 that ConEd woul d be
paying to the Genco is fixed at a certain rate, of
which | won't nane because it's -- | think it's
confidential .

Then in the years 2005 and 2006, the
price of energy fromthe nuclear plants is not
currently fixed but will be negotiated based upon
then current market prices, which likely will not be
i nfluenced by the shortfall in the decomm ssioning
trusts. So | would say ny |long answer to your
question is, no.

JUDGE ZABAN: Ckay.

MR. RIDDICK: Thank you
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CONTI NUED CRCSS - EXAM NATI ON
BY
MR, R DDl CK:

Q M. Burdell, could you describe -- this
again, is a question that M. MDonald referred to
you.

Coul d you describe the nechani cs of the
process that Edison will use to transfer the trust
fund assets to Genco?

A The nechanics of the process are such that
we will termnate the trusts that currently exist,
and the investnments in those trusts will be
transferred to newy created trusts that will be
created on behalf of the receipt of those
i nvestments by the Genco

Q And what is the nature of that transfer?

A VWhat do you nean what's the nature of it?

Q How woul d you characterize the transfer of
assets fromthe termnated trust to the Genco trust?
I mean is that --

A It's part of the overall transaction of

movi ng the plants from ConkEd -- the plants and the
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power purchase agreenents from ConEd to the Genco.

Q And is this consideration paid by Uni Com or
by Genco?

A The --

MR FLYNN: 1'mgoing to object to the question
and to the use of the term "consideration."

What counsel is asking the w tness about
is atransfer of assets, and | don't know that we've
establ i shed what is nmeant by "consideration” in this
context, and I"'mafraid the witness may get
confused; and then the record, as a result, will be
a nmess.

JUDGE ZABAN: Actually, assunes a fact not in
evidence. But this is part of the consideration.
BY MR RI DD CK:

Q M. Burdell, is there consideration involved
of this transaction?

A There is consideration and the consideration
is that ConEd woul d receive stock in the Genco.

Q And that is consideration paid by Genco?

A Yes.

Q And in return for the consideration paid by
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CGenco, is one of the things Genco acquires these
trust fund assets?

A Trust fund assets and the liability to
deconmi ssion the plants.

EXAM NATI ON
BY
JUDGE ZABAN

Q W1 Conkd receive stock in value from Genco
comensurate with the anount of noney they transfer
in the trust funds?

A The val ue of the shares that ConEd wil |l
receive in this transaction represent the fair val ue
of all of the assets transferred to the Genco.

So there are sone assets but there are
al so sone obligations or liabili ties assumed by the
CGenco, and so the stock will be valued at the net
value of all of the assets and liabilities assumed.

Q Ckay. | think my question, M. Burdell, is
that, is the contents or -- of the trust fund goi ng
to be considered an asset by Genco?

A Yes.

Could | try to answer your question
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anot her way?
Q Sure.
A More directly.

The decommi ssioning portion of the val ue
inthis transfer, the Genco will assune obligations
to deconmi ssion the plants. So that's a liability.

But the Genco will also assunme to things
to satisfy that obligation. One is the assets and
the trusts; and then, two, the second, is the right
to continue to deposit nonies into these trusts that
it has been prom sed by ContEd so that Genco will
view -- will record that as a receivable from ConEd.

So the conbi nati on of the value of the
trust and the receivable from Conkd will equal the
obligation to deconm ssion the plants.

D d that answer your question?

JUDGE ZABAN: That's fi ne.

M. Riddick?

MR RIDDICK:  Thank you.

CONTI NUED CRGCSS - EXAM NATI ON

BY
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MR R DDl CK

Q Has Edi son requested any order fromthe |1 CC
specifically authorizing the transfer of the trust
fund assets?

A | don't know the answer to that question

Q You're not |ooking for that sort of
aut horization in this proceedi ng though?

MR, FLYNN: Sane objection regarding
M. Burdell's | egal acunen, conpetence.

Not hi ng personal, Bob

JUDGE ZABAN: Ckay. The objection is overruled
on that. There is a petition and you're not seeking
at this tine, M. Flynn, to anend the petition in
any way other than what -- as it appears on its
face, is that correct, in its pleadings?

MR, FLYNN: Yeah. M/ only concern -- M. Burdel
is free to give his understanding.

JUDGE ZABAN: Right. That's fine.

MR, FLYNN: As long as it's not interpreted as
the conpany's | egal opinion

JUDGE ZABAN: No. The pleadi ngs speak for

thensel ves. | nean, obviously that's -- but | want
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to make sure that we -- what we're dealing with is
the pleadings that are before this and that we're
not going to finish everything and then have an
anmendnment to include something else. And | think in
that respect it's a proper question

BY MR RI DD CK

Q Do you recall the question, M. Burdell?

A | thought | answered the question
MR, FLYNN: | may have spoken over you
MR RIDDICK [I'msorry, could you -- if we need

to go over, we can do that because when M. Flynn
objected | stopped listening to and listened to him

MR FLYNN: That's very kind but I don't recal
hearing --

JUDGE ZABAN: Just give an answer. Ask a
question, give an answer.
BY MR RI DD CK

Q The question, to repeat, was whether Edi son
had requested an order fromthe I CC specifically
aut horizing the transfer of the trust fund assets?
And understanding this is not a | egal opinion

A | believe it's a part of this request to
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create the Genco.

If you' re asking is there a separate
petition requesting to transfer the deconm ssi oni ng
trusts, | don't believe thereis. | think -- 1
believe it's a part of this request.

Q Let me flip back to the question | asked
M. MDonald. And that is -- this is a part of a
series of questions |'ve asked of both you and
M. MDonald trying to clarify precisely what the
relief is that Edison is seeking in this case.

And to the extend that you can, could you
describe to nme the precise relief Edison is |ooking
for in this proceeding?

A VWhat is the request of the conpany in this
pr oceedi ng?

Q VWat is the conpany | ooking to obtain from
the Conm ssion is one way | would ask the question

A | believe we -- the conpany is looking to
have t he Comm ssi on approve the transfer of certain
assets, contracts and obligations to a newy cre ated
Genco conpany under Exel on

And t he conpany has shown, in ny
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judgment, that it has met the two tests required
under the statute, financial viability is -- will be
mai nt ai ned through 2004. And this transfer will not
increase the likelihood that the conpany woul d
request a change in its frozen base rates.

Q I"mstriving for clarity here, so | don't
want to confuse the record. Let ne give you a
statenment of what | believe M. MDonald said and
see if you agree with it and, of course --

A Ckay.

Q -- you should wait because M. Flynn may
object to ny characterization of the testinony.

M. MDonal d said that Edi son was | ooking
for findings by this Comm ssion that the two
statutory conditions; that is, no likelihood of a
rate increase during the mandatory period and no
degradation of the service Edison is able to
provi de, are not supported by the evidence in this
case, and that's all they were | ooking for.

M. Flynn?

MR FLYNN: Al right. This -- the fact that

M. Burdell is not a | awer and can nuse as to what
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the statute neans is not -- does not save this
entire line of inquiry.

M. Rddick is attenpting to clarify
really what 16-111(g) neans and requires, which
while an admrable pursuit, is not one that | think
i s enhanced by asking lay w tnesses what they
think -- in essence, what the statute requires of
themin this instance.

That's M. Riddick's job and my job to
present to this Conmmi ssion to the extent that there
is specific facts that may be elicited in the
proceedi ng that are useful in that regard, then
fine. Let's elicit them

What the witness thinks is required under
16-111(g), what findings the Comm ssion has to nake,
is not relevant to the job that M. Riddick and |
have to conplete.

So this inquiry is, in a word, pointless.
It doesn't get us anywhere.

JUDGE ZABAN: | don't believe that's what he's
asking. He's not asking himwhether they're

satisfied. He's asking -- what he's asking himis
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what it is Conmonweal th Edi son is seeking fromthis
Conmi ssion to clarify.

And | think we've gone over it with
M. MDonald. 1've indicated that it's my belief
that the pleadi ngs speak for thenselves in terns of
what you're asking for and that any order that the
Conmi ssion drafts will be in terns of the pleadings.

And | think to that extent, | agree with
M. Flynn that the only evidence being presented
here is inconsistent -- is that evidence that's --
or what they believe to be as consistent with that
aim Ckay?

So if M. Burdell believes that it's her e
to get sonething invol ving deconm ssioning and the
pl eadi ngs don't substantiate that, it really doesn't
make a |l ot of difference what M. Burdell believes.
Ckay?

JUDGE SHOMIS: | agree with M. Zaban. | think
it's a waste of tine to ask this witness what he
bel i eves ConEd is seeking because ConEd is seeking
what's set forth in their pleadings.

And | think -- hopefully that will be
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clear at least inthe initial briefs, if there are
briefs in these proceedings, the relief that Conktd
is seeking in this proceeding.
And he's not giving a |legal opinion as to

what's required under Section 16-111(g), so I'm
going to preclude any further questions of this
Wi t ness on that point.

JUDGE ZABAN: M. R ddick, is there a point to
the question? | nean, if there's something --

MR RIDDICK  Yes. Yes.

JUDGE ZABAN: Just ask himthe question and
let's -- okay? And..

MR RIDDICK If I may make a brief statenment to
clarify ny position.

JUDGE SHOMIS: And to make it clear also, there
i s decomm ssi oni ng docket that's going to determne
what obligations, if any, ratepayers will have with
regard to further decomm ssioning of the plant,
assum ng the transfer were to take pl ace.

Thi s docket is not going -- is not the

vehicle and is outside the scope of this docket for

the Commi ssion to reach conclusions with regard to
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future liabilities of ratepayers with regard to
deconmi ssi oni ng.

So whatever is done here, is not going to
be -- provided any answer with regard to the
deconmi ssi oni ng obligation which is going to be
litigated, and | expect in contested context in that
docket. | just don't have the docket nunber in mnd
at this tine.

MR RIDDICK: Well, let ne assure the exam ner
that ny question did not go to the decomm ssi oni ng
costs. M question had to do specifically with the
contracts attached to the notice.

I"mnot asking the witness to interpret
what 111(g) requires. | amasking the witness to
clarify what the notice proceeding that Edison has
commenced seeks fromthe Conm ssion. And in that
respect, if Edison -- | mean, if M. Flynn is
representing that all Edi son is asking for is the
m ni mum requi red by 111(g), ny questions go away.

But | have heard testimony from
M. Burdell, who refers to the agreenents before the

Conmi ssion for approval and in the prefiled
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testinony of other Edison w tnesses, sone anbiguity
on that point and --

JUDGE ZABAN: | think we all agree that the Genco
doesn't exist, that there's a proposed agreenent
that when the Genco is created this is what the
agreenment is going to be with Genco, t hat based on
that agreenent, as it stands, the issues then
become -- with that agreenent in effect, wll
Conmonweal th Edi son be able to neet the two-prong
test? And | think the questions have to be
addressed to that end. kay?

And this isn't -- this doesn't have to do
with speculation in terms of what could or nmay
happen. It's, W have an agreenent.

M. MDonald testified -- and | asked
specifically, do you understand com ng here before
this Conm ssion you've given us an agreenent for
nonexi stent conpany? That if we give you approva
and say that you' ve met the requirenments, it's based
specifically on this agreenent; that if you alter
this agreenent in any way, shape or form in any

material form that the Comm ssion's approval may be
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wi t hdr awn?

And so to that end, you can ask hi m
questions about the contract as they relate to
reliability, but I don't think anything else is
germane at this point.

MR RIDDICK And that is precisely the point |
was trying to get to. Perhaps | did so
excruciatingly inartfully.

JUDGE ZABAN: Rather than doing it
circuitously --

BY MR RI DD CK

Q Let nme ask you directly, M. Burdell, is it
true that Edi son has attached these agreenments to
its notice sinply to support its position on the
statutory conditions and not to seek Commi ssion
approval of the substance of the contracts?

MR, FLYNN: Objection. This just calls into
question what 16-111(g) does, and | M. R ddick
doesn't believe that he thinks he's asking the
witness -- or doesn't believe that he's asking the
Wi t ness what 16-111(g) is.

But as | explained earlier, 16-111(g) is
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not a proceeding in which you cone in and ask for
approval of certain transactions. It is a statutory
provi si on whereby you give the Comm ssion notice of
your intent to engage in certain transactions.

The conpany has filed a notice in which
has identified transactions. It has, as required by
the statute, supplied the relevant agreenents
relating to those transactions, and it provided
expl anations with respect to the -- it provided all
the other information that was required under this
section, as staff w tness, CGoldberger's testinony
indicates. And it provided explanations as required
under Part 6 as to why the two-prong test is
sati sfi ed.

The Commission's only authority at that
point is to enter into an investigation of those two
points. That does not nean that everything that the
conmpany has supplied is in relation to those two
points. It doesn't nmean that that's the only
effect. It doesn't limt the transactions that --
for which we've given notice of our intent to

engage. It's not limting at all.
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Al it does is define two very narrow
areas in which the Conmm ssion can investigate.
W' ve provided that evi dence, and we keep com ng
back to questions and questions and questions that
are attenpting to get the witness to interpret
16-111(g), in effect, because that's really what
he' s being asked to do as to what the | egal effect
of the Commission's decision is here, as to what the
Conmi ssion is approving and what is not.

That is beyond the witness' ken, and it's
i nappropriate and sinply wasteful of tine to pursue
it.

| agree with the examners. The
pl eadi ngs are what they are. The statute is what it
is. W've given notice of the transaction that's
been described. Wat can the w tness add?

THE WTNESS: Chris, could | ask for a 5-minute
recess? |'mgetting kicked off the phone that I'm
calling in at, so | have to go to another phone.

MR FLYNN: That's not in ny discretion to grant
that but I'Il repeat your request to the exam ner

JUDGE ZABAN: Do you have much nore, M. R ddick?
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MR RIDDCK Not on this issue.

JUDGE ZABAN. Ckay.

On other issues, | take?

Anybody el se have any further questions?

Ckay. Then | think you need to cal

back.

(Whereupon, a brief

recess was t aken.)

JUDGE ZABAN: We're going to grant |eave to cal

a witness out of turn to allow M. Larson to

testify.

MR REVETH S: Yes,

and staff very much

appreci ates that, M. Exam ner

Of the record for just a nonent.

(Wher eupon, a di scussion

was had off the record.)

(Wtness previously sworn.)

BRUCE A. LARSQON,

havi ng been called as a witness herein, after having

been first duly sworn,

fol | ows:

was examned and t estified as
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DI RECT EXAM NATI ON
BY
MR REVETH S:
Q Sir, would you kindly state your nane, title

and busi ness address for the record, if you would

pl ease.

A My nane is Bruce A Larson. [|'ma senior
energy engineer at the Illinois Comerce Comm ssion
527 East Capitol Avenue, Springfield, Illinois.

Q And, sir, you have, in fact, prepared a
docunent which is consisted of -- consisting of
seven pages of narrative testinony and includi ng one
attachnment, which is entitled the direct testinony
of Bruce Larson in this docket, which has been
previously marked for purposes of identification as
ICC Staff Exhibit 3; is that correct, sir?

A Yes.

Q And this docunent and this narrative
testinmony and this attachnent was prepared by or
under your direction and control, sir?

A Yes.

Q And do you have any additions, nodifications
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or corrections you wish to make to either your
narrative testinmony or your attachnment, sir?

A No.

Q kay. And, sir, is it your intent that this
be your sworn direct testinmony in this proceedi ng?

A It is ny intent.

MR REVETHS: M. Examner, at this tinme we ask
that the direct testinmony of Bruce Larson,
previously marked as Illinois Comrerce Comm ssion
Staff Exhibit 3, along wi th acconpanying
Attachnment 1 be admitted into evidence at this tine.
And we offer the witness for cross-exam nation also
at this tine.

JUDGE ZABAN: Any objections?

Ckay. What is previously Staff Exhibit

No. 3 will be admitted into evidence.

(Wher eupon, Staff
Exhibit No. 3 was adm tted
into evidence.)
JUDGE SHOMI S: Do the parties have any cross?

MR ROBERTSON: Do I, M. Exam ner.
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MR RIDDICK: | have one question.
VR ROBERTSON: Go ahead.
CROSS- EXAM NATI ON
BY
MR R DDl CK
Q M. Larson, Conrad Riddick for the Gty of
Chi cago
In your review of -- or | should say in
your evaluation of Edison's ability to provide
service after the transfer of the plants, did you
assume that the circunstances described in the
attachments to the notice were, in fact, true; is
that the basis of your analysis?
MR REVETH' S: May | have that question repeated?

MR RIDDICK: | can restate it.

BY MR R DDl CK:

Q Did you assune that everything would operate
as described in the agreenents attached to the
notice for purposes of your evaluation?

A I"mnot sure that that was necessary to cone

to the conclusions | did. You'd have to be nore
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speci fic.
Q Well, in your testinmony you nentioned the
purchase power agreenents specifically.
D d you assune that the operation of the
purchase power agreenent was as described for
pur poses of determ ni ng whet her Edi son woul d be abl e

to reliably provide service after the transaction?

A Yes.
MR RIDDICK That's all. Thank you.
M. DOSS: | have two questions.

CRCSS - EXAM NATI ON
BY
MS. DOSS:
Q M. Larson, this is Leijuana Doss on behal f
of Cook County Stat e's Attorneys Ofice.
Referring to Appendi x K, do you have
t hat ?
MR REVETH S: Well, why don't you -- if you
coul d, describe it.
BY MS. DGSS:
Q Appendi x K and ConEd's notice of transfer.

A | do not have anything here in M chigan.
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Q. kay. Well, may be you can -- if you can --
fromyour nmenory, if you can answer this question
and if not then --

A I's there a statenent?

Q Yes.

For the new and transferred generation
with -- noted in Appendi x K, do you know if that new
or transferred generation is exclusively for the use
in ConEd's territory?

A Particularly, the new capacity is not
exclusively for Commonweal th Edi son's use. However,
the way power flows works, if that electricity is
sol d sonewhere el se, that causes the anobunt of
transfers back into ConEd to go up on nmegawatt to
megawatt basi s.

Q The transfers to ConEd would go -- increase?

A Yes.

Q And how woul d that happen?

A Because flows in and flows out of an area to
another area cancel. So if they're limted to a
2000 negawatt into ConmEd, sonebody built the 500

megawatt plant and sold it outside of ConEd, you now
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have 2500 megawatt of inmport capability.

Q Right. But if ConkEd needed 2000 -- or, say,
if ConEd needed the 500 and that source sold it to
sonmeone el se, would ConEd be able to get that 500
megawat t s?

A Presum ng that there's capacity somewhere,
yes.

Q No. |I'msaying fromthat particul ar source.
Wul d ConkEd be able to get it from -- say, it's
source A, Wuld they be able to get that 500
megawatt s fromsource Aif source Asold it to
soneone el se?

A They woul d not get the 500 nmegawatt from

source A but they would get --

Q kay. That's -- that's -- no, that's all |
want .

A -- of inport capability.

Q kay. No, | just wanted to know as far

as --
MR, REVETH' S: You're going to have to allow the
witness to finish his answer, | think.

MR REVETH S: Do you want to restate your
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answer, M. Larson? Do you have the question in
nm nd?

THE WTNESS: Could | hear it again?

JUDGE ZABAN: Ms. Doss, | al so assune your
question indicates that source Ais working at full
capacity.

M5. DOSS:  Yes.

JUDGE ZABAN: kay. |If that's her question,
that's -- | nean, obviously, if it's working at full
capacity and it gets sold to sonebody el se, source A
can't provide it. Al right. That's -- | don't
think it needs -- we need to clarify any further.

MR REVETH S: Well, the witness didn't conplete
his answer and the court reporter wasn't able to
take it down.

JUDGE ZABAN: He responded to her question.

(Wher eupon, a di scussion
was had off the record.)

MR REVETH' S: |1'msorry, could we have the
question back?

M5. DOSS: | can rephrase it.

BY Ms. DOSS:

137



10

11

12

13

14

15

16

17

18

19

20

21

22

Q If source A has 500 negawatts and that's al
it has, it's operating at full capacity, if they
sell that 500 negawatts to soneone el se other than
ConEd, can ConEd use that 500 megawatts or have
access to it?

Vell, strike that.

Can Conkd use the 500 negawatts that --

A O course not.

Q Ckay. Al right. Now --
A But --

Q \ait.

A

Let's just say "but." They get 500
addi ti onal megawatts of inport capability, they
woul d have to find 500 megawatts of capacity to buy
it, but they would not be able to use the 500 in
their territory.

Q Ckay. And then also the new and transferred
generation referenced in Appendi x K of ConEd' s
notice of transfer, is it -- is that newer transfer
generation exclusively for the use within Illinois?

A The answer is the sane. |If it's sold out of

Illinois, it's not available for Illinois but that
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Il1linois gets 500 additional nmegawatts of imnport
capability.
Q But that the sources can sell wthout --
outside of Illinois as well?
A Yes, they can.
M5. DOSS: Okay. No further questions.
JUDGE SHOMIS: M. Robertson?
MR, ROBERTSON: Thank you
CRCSS - EXAM NATI ON
BY
MR ROBERTSON:

Q M. Larson, this is Eric Robertson. Can

hear ne?
A Yes.
Q Could you turn to page -- or question and

answer 11 in your testinony?

MR REVETH S: If you can read that -- well,
in -- why don't we recite it to him

MR, ROBERTSON: Ch, I'msorry.
BY MR ROBERTSON:

Q Wul d you agree, M. Larson, that in

question and answer No. 11 to your testinony you

are
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responding to the question that states? In sumary,
do you bel ieve the transfer of ConEd s nucl ear
generating stations, fossil plant PPAs, and rel ated
assets will render ConkEd unable to provide it's

tariffed service in a safe and reli abl e manner?

A | believe it will not render ConEd unable to

provide reliable service.

Q Ckay. | don't think that's the answer
that -- | know you don't have this with you.

I was nerely asking, are you respondi ng
to that question in the con- -- in question and
answer No. 11, would you agree that you are?

A I have no way of know ng that.

MR, REVETH S: Wy don't you read the --

BY MR ROBERTSON:

Q Is it your opinion that the transfer will
not render ConEd unable to provide its tariff
service in a safe and reliable manner?

A That's ny opini on, yes.

Q And it is your opinion based upon the fact
that during the full requirenents termof the PPA,

Contd' s resources fromthe PPA combi ned with new
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capacity in ConEd's territory is sufficient to
provide reliable service?

A Yes.

Q And i s your opinion based upon -- further
based upon the assunption that after expiration of
the PPAs an open and competitive market will
maintain reliability at levels that custoners
denmand?

A | believe that's correct.

Q And is it based further on the assunption
that if the market does not devel op then
re-regulation will maintain reliability?

A Yes, that's an assunption as well.

Q Al right. Now, can you explain to ne what
it is you nmean by re-regul ation?

A VWhat | meant with that phrase is that the
Conmi ssion would have to acquire, if it does not
al ready have, the authority to force Commonweal th
Edi son to build the capacity that's required to
provide reliable service

Q Are you -- let nme ask you this, M. Larson

Are you aware that there is a provision in the
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public Uilities Act that was placed there as a
result of the adoption of the Custoner Choice Law in

1997 that prohibits the Comm ssion fromdirecting

the utilities in the -- public utilities in the
State of Illinois to build generation?
A | believe that is in there. There's also

within that Act the fact that the Conm ssion has the
authority to oversee the reliability.

I"'mnot a |lawer, so | think whether the
Conmi ssi on woul d have that authority at this tinme is
questi onabl e.

Q Al right. Now, let nme ask you, if any of
these three assunptions turned out to be incorrect,
woul d your opinions still be the same?

A VWi ch are the three assunptions, again?

Q Any of the three?

MR REVETH S: Wy don't you name them

THE WTNESS: Well, yes. You would have to take
the actions necessary for -- in each instance
BY MR ROBERT SON

Q So that if the conpetitive power market

failed to develop, in order for you to still believe
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there was no adverse inpact fromthis transfer on
reliability and safe provision of tariff service
there would have to be a re-regulation; is that
correct?

A Yes.

Q Al right. And if it turned out that
re-regul ation was not possible, then this transfer
could result in a situation where Commonweal th
Edi son was not able to provide safe and reliable
tariff service; is that correct?

A Well, ConEd would be able to, if they
want ed, they volunteered to build the capacity.
They would not be required to build the capacity
under the current |aw

Q Have you nade any determination in your

analysis, in your review of the docunents that have

been filed in this case that Commonweal th Edi son has

expressed in any way that it would volunteer to
build the generation capacity that woul d be
necessary to neet that obligation?

A | believe there is testinony to that.

Q Who was that?
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A It may have been the fossil case, but |
believe it was M. MDonal d.

Q But not in this case?

A I''mnot sure which case.
Q Ckay.
A | do recall the language, in any event --

quote, in any event, if all else fails, Conmonwealth

Edi son will build the capacity.

Q And you don't know whether that was in a
prior case or in this case; is that correct?

A Yes.

Q kay. Now, I'd like to talk to you about
assunption or the assunption that's made here that
the resources fromthe PPA conbi ned with new
capacity in the Conkd service territory is
sufficient to provide reliable service, if | may.

A Yes.

Q You do not have a copy of your Attachnent 3;

is that correct?

A No, | don't, but | have a fairly good nenory

of it.

Q Ckay. Can you tell ne what the source of
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t hat docunment was?

A There are several sources to that docunent.
One is internal news service clippings that our news
departnent puts together and sends to nme as well as
ot her staff people.

I get fromthe EPA a |ist of comnpanies
that have applied for EPA |licenses, air pernits,
which also tells when they get the permts and
when -- if they decide to back out of trying to
receive the pernits.

And | have several contacts with people
who maintain their own lists, and we share lists
fromtime to tine on an informal basis.

Q Al right. Now, |I'm]looking at exhibit --
or Attachnment A to your testinony, and |I'm | ooking
at the first page and you have units conpleted tota
for 1999, 1,146 negawatt s.

And you mentioned four units here,

M. Larson or four projects: E wood Energy, Dynegy
Rocky Road -- sounds like an ice creamflavor --
Il1linois Power, and Soyland Power; is that correct?

A Yes.
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Q Now, not all of those are inside the Edi son

service territory; is that correct?

A That's correct.

Q In fact, am| correct that assum ng that the

Il1linois Power and the Soyl and Power are not inside

the ConkEd service territory?

A They are not.

Q Is the Dynegy Rocky Road project inside?
A Yes.

Q Is the El wod Energy project inside?

A Yes.

Q Al right. Al these projects have been
conpl et ed?

A Yes.

Q Now, then you have new units in the year
2000. Total of 3,708 negawatts.

A Ckay.

Q Al right. And are all of these units
inside the ConEd service territory?

A No.

Q I"mgoing -- you don't have this in front of

you and | didn't think it would take this |ong,

but
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I"mgoing to have to just quickly read these to you
and tell us which ones are in and which ones are
not, if you would, please.

A Ckay.

MR REVETH S: That's fine.
BY MR ROBERTSON:

Q El wood Ener gy?

A It is inside and it should be conpl eted by
now.

Q | ndeck?

A It's inside and should be conpl eted by now.

Q Dynegy Rocky Road, additional 100 megawatts?

A It is in Conkd and shoul d be operati onal

now.

Q KN Ener gy?

A That is -- can you tell me the |ocation?

Q That one says the air permt application was
withdrawn. | assume that's --

A That was in McHenry County. It would have
been in ConkEd territory.

Q Ckay. ENRON, 668 nmegawatts near Manhattan,

Illinois?
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A That's in ConEd's territory and should be
near to conpletion or conplete.

Q 668 nmegawatts near Plano, Illinois, Kendall
Count y?

A That's in ConEd territory.

Q What's the status of that one?

A | don't know at this tine. I amt hi nki ng
that it was perhaps a second site for the -- in
ot her words, ENRON had two sites, devel oped one
plant. I'mnot sure of the status of that one at
Pl ano.

Q Ckay. Then we've got sonme to be built by
Ameren in G bson Cty and Pinckneyville, and | know
those aren't in the Conmonweal th Edi son service
territory; is that correct?

A Yes.

Q The Joppa plant is not inside Comonweal th
Edi son service territory; is it?

A No.

Q Uni Com 60 negawatts North Chi cago, that
pl ant's been cancel ed; hasn't it?

A | don't believe so.
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Q
A

have any

Q

WAs that in conjunction with Abbott Labs?

| didn't -- the plants | know about didn't

thing to do with Abbott Labs.

Ckay. Do you know whet her Uni Comis stil

in the generation business or has withdrawn fromit

al t ogeth
A
al t ogeth

faciliti

t enpor ar
pur pose
Q
obvi ousl
A
Q
correct?
A
Q
that's n

A

Q

er?

VWll, they tell me that they've w thdrawn

er. They also | ease several small peaking

es around their territory.

This is one that | understood to be
y in nature, and it is strictly for the
of shoring up the transm ssion systens.

Ckay. Southwestern El ectric Coop, that's

y not in Illinois?
No.
O, | mean, Commonweal th Edison; is that

Right, it's not in Conmonweal th Edi son

The AES/ ClI LCO project in Peoria and Lincoln

ot in Comonweal th Edi son?
No.

The Reliant Energy in Shel by County and
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Wl lianson County, that's not in Comronweal th
Edi son?

A No.

Q The new units in 2001, the total of 1509
megawatts: Cal Energy and M dAmerican, Cordova
Energy Center, Quad CGties, that's not in
Commonweal th Edison; is it?

A That's at the interface of Comonweal th
Edi son and M dAneri can

Q That's the Quad G ties nuclear plant?

A Yes.

Q ArerenCl PS, Grand Tower, that's not in
Commonweal t h Edi son?

A No.

Q AES/CILCO it's a Caterpillar project. |
assunme that's not in Conmmonweal th Edi son?

A That's not in Commonweal th Edi son.

Q Then you got one here listed Rolls Royce
Lockport abandoned refinery. No negawatt figures.
Do you know where that one is?

A Yes. That's in Conmonweal th Edison's

territory.
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Q Then there's a Duke Energy project in D xon

A That is in Conmonweal th Edison's territory.

Q Al right. Newunits in 2002 or |ater
Reliant in -- by the way, | take it that these units
for 2002 or later are in the planning process not
under construction?

A Yes.

Q And they've not been permtted?

A | don't believe so.

Q Do you know whet her permts have been even
applied for?

A The permts have been applied for in nost
cases.

Q The Reliant Energy project Aurora, | guess
that's in Conkd?

A Yes.

Q And we got another, Carlton at Zion, that's

in Conkd?
A Yes.
Q The Skygen in Zion, that's in Conkd?
A Yes.
Q M ssion Energy in Chicago, that's in ConEd?
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A Yes, it is.

Q Then you show one in Reliant. The Zoning
Board nade a negative recomendation to the County
Board in MHenry County. Is that in Conkd?

A That's in ConEd, but it's quite doubtful at

this tine.
Q Al right. [I'Il try to shorten this up.
Wul d you agree that projects located in
D xon, Illinois; Chicago, Illinois; Chicago Cal unet;

DuPage; West Chicago; WII County.

A They're all Chicago -- or they're all
Commonweal t h Edi son.

Q Ckay. \What about Kane County?

A Excuse me?

Q Kane County.

A That's Commonweal t h Edi son.

Q Al right. The Dimnion Energy project in
Li ncol n Generation, Kincaid, Christian County?

A That's not in Conmonweal th Edison territory.

Q The Ki nder Morgan project in Mrris in
G undy County?

A That is in ConEd's territory.
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Q The Entergy Power project, Flora Station in
Flora and Cay County?

A That is not Commonweal t h Edi son

Q Tuscola | know is not in Commonweal t h
Edi son; is that correct?

A Tuscola i s not.

Q kay. Do you have a feel for how many
megawatts of capacity are actually under
construction and pernitted authorized for
construction inside the Cormonweal t h Edi son service
territory at this time?

A It's breaking up because sonebody is making
clicking noises with sonething near a nicrophone

Coul d you repeat the question

Q Yeah, do you have any feel for the amount of
capacity that is actually under construction in
Conmonweal th Edi son at this time, excluding those
you' ve identify as conpleting?

A Cnh, okay. | believe there is an excess of
roughly 2200.

Q Now, were you aware of the proposals made in

the Illinois General Assenbly to inpose a noratorium
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on a construction of generation in Northern
Il'linois?

A I"mgenerally aware of it, yes.

Q If that type of legislation were to p ass,
woul d that have any inpact on your opinion here?

MR REVETH' S: | think you' re starting to call
for speculation of the witness. What specifically
are you --
BY MR ROBERTSON

Q If the General Assenbly passed | egislation
simlar to that which was proposed in the |ast
session of the General Assenbly to place a
nmoratorium on the instruction of generation in
Northern Illinois, would that have any effect on
your opinion in this case?

MR REVETH' S: | think the question is calling

for specul ati on --

MR ROBERTSON: | don't --

MR REVETH S: -- on sonething that's not.

VR ROBERTSON: Well, it's a distinct
possibility.

JUDGE ZABAN: It's a possibility but it also
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assumes the fact that the conditions woul d be
different if there wasn't a transfer. kay?

| mean, we may be still faced with
exactly the same problemeven if we don't allow the
transfer, if there's no additional -- okay. W' ve
tal ked about potential shortfalls, and | don't
necessarily see how | ack of additional generating
capacity would effect if, in fact, these plants were
transferred.

VR ROBERTSON:  Vell, I'm -- | don't know eit her
but the witness has offered the opinion that he has
arrived at the conclusion that the conpany is able
to provide safe and reliable tariff service and he
did so on the basi s of three assunptions; one of
whi ch was there was going to be a ot of capacity
built inside the Commonweal th Edi son service
territory.

And ny question goes to the fact, if the
CGeneral Assenbly prohibits the construction of that
capacity or substantial component of it, would his
opi nion be different.

JUDGE ZABAN: And you're al so asking himthat
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some or none of the proposed plants that he has on
his list will be built as well; is that correct?

MR, ROBERTSON: Yeah, because he says nost of
them are not under construction yet.

JUDGE ZABAN: To that extent, he can answer.

MR REVETH' S: | think we're getting very renote
here.

JUDGE ZABAN: It goes to weight, not to
adm ssibility. Okay?

MR REVETH'S: Al right.

BY MR ROBERTSON:

Q Do you renenber t he question, M. Larson?

A Yes. If the General Assenbly passed such a
law providing for a noratorium it would nake ne
reconsider ny list of plants.

Q And if it turned out that there was not as
much capacity going to be built as you had assuned
in your analysis, would your ultimte concl usion
change?

MR REVETH S: Well, to what degree? | think the
question is vague.

THE WTNESS: As far as the --
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MR REVETH S: Wiy don't you let hi mrephrase the
questi on.

JUDGE ZABAN: First, you got to let me rule on

MR REVETH S:  Yes.

JUDGE ZABAN: M. Robertson, |I'mgoing to assune
that your question supposes that there is no
addi ti onal capacity other than those plants that
currently exist or are in the process of being
built; is that what you're asking?

MR. ROBERTSON: Correct.

MR REVETHS: | can live with that.

JUDGE ZABAN: Do you understand the question,
M. Larson?

THE WTNESS: Yes.

JUDGE ZABAN: Weéll, you can answer.

THE WTNESS: For the period fromnow till 2004,
the transfer of the plants will not inpact the
reliability. Wether or not the transfer takes
pl ace, the reliability will be unchanged.

I would hope that by the year 2004 the

Ceneral Assenbly and power devel opers across the

157



10

11

12

13

14

15

16

17

18

19

20

21

22

nation woul d be able to reconcile with a usable | aw
so that plants can be devel oped.
BY MR ROBERTSON:

Q Let ne see if | understand --

JUDGE ZABAN: | think the second part of his
answer is irrelevant. | think he answered your
question in saying that, if that were to occur
based on the figures he has before himthat through
2004 not hi ng woul d change. | think that's the
rel evant portion of his answer.

BY MR ROBERTSON:

Q Let nme see if | understand, if | may,

M. Larson, and | was headed toward the same
direction that the exam ner was.

If | understood your answer, your opinion
woul d be the sane for the period fromnow unti
2004, but it mght be different for the period after
2004; is that correct?

A Yes.

Q Did you see your charge to the determ ne
whet her or not Commonweal th Edi son was able to

provide safe and reliable service only for the
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peri od between now and 2004 or for sone period
beyond t hat ?
A | believe it includes sone period beyond
t hat .
MR, ROBERTSON: Thank you. No further questions.
JUDGE ZABAN: | have just a couple questions on
what M. Robertson --
EXAM NATI ON
BY
JUDGE ZABAN
Q In you answer to Question 11, you nade
certai n suppositions and one of themwas that, if
the market does not develop, then re-regulation wll
maintain reliability.

And in response to that, you said that
you bel ieve that at some tine M. MDonald testified
that Commonweal th Edi son would be willing to do what
i s ever necessary, including building additional
plants to neet capacity; is that correct?

A Yes.
Q Ckay. Have you ever heard anything to that

ef fect from Exel on Genco?
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A

Q

No.

Ck

ay.

you are aware that

wil |

And ny next question then would be,

Exel on Genco when it gets forned

not be a public utility capabl e of being

regul ated by the Illinois Comrerce Comm ssion?

A

Q

Ck

understand that to be a fact, yes.

ay.

And do either of these factors change

your opinion regarding your answer in No. 117

A

No.

JUDGE ZABAN: Ckay. | have nothing further

yes,

MR. REVETH S:

go ah

M. Riddick, do you have any questions?

Ckay.

ead.

Anybody have any questions of --

No. It's al

right.

JUDGE ZABAN: Ckay. M. Larson, you're excused.

JUDGE SHOWMT S:

Q

(Wher eupon, a di scussion

was had off the record.)

Back on the record.

CONTI NUED CRGCSS - EXAM NATI ON

BY
MR Rl DDl CK
think -- M. Burdell

I've taken the | ast
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hal f -hour to try to reduce everything else | had to
say on the topic we were discussing before you broke
to two questions. And I'mgoing to give it a shot.
The agreenents that are attached to
your -- to Commonweal th Edi son's notice were
provided to give the Conmi ssion and other parties a
sense of the circunstances that would be in place
after your transaction is conpleted; aml correct?

A I think that's certainly part of it. It was
to describe -- in addition to that, it was to
describe the nature of transaction, the journa
entries associated with recording the transaction
and the justification that the transaction neets the
two tests in the statute that are necessary to be
nmet .

Q Ckay. And the agreenents were not submtted
for approval by the Conm ssion yea or nay. They
were sinply to provide the factual basis for the
Conmi ssion's anal ysis under 111(g)?

A Correct.

Q Ckay. Moving on to a rate inpacts.

D d your evaluation of possible scenarios
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in their rate inpacts include any exam nation of the
possibility of refunds being paid by Conmonweal th
Edi son upon di ssol ution of the decomm ssi oni ng
trusts?

A VWhen you say "rate inpacts,” you' re talking
about the return on equity cal cul ati ons?

Q Yes, I'msorry. Wwen | said "rate inpacts,"”
I was referring to the RCE eval uati on under 111(qg).

A Correct.

Q O D? D

A No, it did not.

Q kay. Would an i medi ate refund, say at the
time of the transaction, by Commobnweal t h Edi son have
any effects on the accounts that are reflected in
the RCE anal ysis under 111(d)?

MR FLYNN: Could I ask what refund we're talking
bei ng? How does it arise?

MR R DDICK: 8-508.

THE WTNESS: They certainly would not |ower the
RCEs, which would increase the likelihood to trigger
a rate request.

BY MR RI DDI CK:
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Q kay. So even if that occurred, i t would
not effect the RCE analysis that's required by the
statute?

A It would not adversely effect it. That's
correct.

MR RIDDICK: Thank you. That's it.

FURTHER CROSS - EXAM NATI ON
BY
MR, ROBERTSON:

Q I"'msorry, if I mght, M. Burdell, are you
saying that it would have sone inpact but it
woul dn't drop you bel ow the bottom end of the range
for determ ning when a rate increase is to be
aut hori zed?

A | don't believe it would -- it would have --
I guess, it's uncertain to ne the nature of the
refunds, but | don't think it would have.

Dependi ng upon how it was structure,
woul d not reduce the return on equity. Because the
presunption that | believe that M. Riddick is using
is that the trusts are over funded and -- which

triggers a refund fromthe trusts to ConEd and then
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from ConEd to ratepayers.

So ConkEd woul d receive nonies that it
woul d then transfer to ratepayers, so | don't think
it would have an adverse effect on the return on
equity cal cul ations.

Q You' re saying that because -- in your
response, you're assum ng that no refund woul d be
due; is that correct?

A No. | nean, | believe that no refund is
due, but | was responding to M. R ddick's
hypot hetical that -- and | believe this was
M. R ddick's hypothetical and if not, please
correct it, M. R ddick

But under M. R ddick's hypothetical, the
trusts were over funded, which then triggers a --
woul d trigger a refund at the point of the transfer
to Genco. That refund fromthe trust, according to
the statute, is nade to Conkd and then ConEd in turn
refunds those nonies to ratepayers.

Q Al right. Let me -- if | mght, let ne
just ask you to assune that a refund is nmade under

Section 8-508.1 for any reason, okay?

164



10

11

12

13

14

15

16

17

18

19

20

21

22

A Sur e.

Q And is it possible that such a refund could
i mpact the return on equity analysis that you have
made?

A Now, when you say "for any reason," is there
anot her reason that the refund would be --

Q wll, | don't --

A -- triggered under 8-508?

Q There are a nunber of reasons why a refund
m ght be triggered in ny opinion, but I don't think

it's necessary to specifically identify the reason

A Vll, it is for me to respond to the
questi on.
Q -- in order to know i f Commonweal t h Edi son

was directed to nake a refund at the tinme of the
transfer for any reason specified in 8-508.1. would
it have an inpact on your anal ysis?
A | don't have 8-508.1 in front of ne so --
JUDGE ZABAN: It doesn't nake any difference.
Al he's asking you is, if Commonwealth has to give

this noney back --
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MR ROBERTSON: What's the nechanical --

JUDGE ZABAN: -- irrespective of what the
reasons -- act of God, you know, act of faith,
whatever it is, will it inpact the figures?

MR FLYNN. Well, | think what the witness is

saying is that it does depend on the circunstance
because there are trust funds and there are
obligations and depending on the relationship
between the two of them it can have an inpact; and
that's why the witness is befuddl ed by the
hypot het i cal

JUDGE ZABAN: Ckay.

JUDGE SHOMIS: Well, let's shorten this. Are
you saying, M. Burdell, that under some
ci rcumst ances refunds i s nade, pursuant to Section
8-508.1, could have an inpact on your analysis, or
are you saying you' re unaware of what those
ci rcunst ances woul d be?

THE WTNESS: It's nore the latter

The only part of 8-508.1 that |I'm aware

of that would trigger a refund would be the fact

that the trust would be found by the Commi ssion to
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be in excess of what is necessary to safely
deconmi ssion the plants.
BY MR ROBERTSON:

Q VWhat if the fact provided that a refund
could be made to the extent Commonweal th Edi son's
liability for decomm ssioning was reduced?

A Well, that's the same hypotheti cal .

JUDGE ZABAN. Well, no, it's not.

MR, ROBERTSON: No, it's not.

JUDGE ZABAN: It's not.

MR FLYNN: Well, with all due respect, actually,
it is. Wuat the witness is sayingis that it's the
rel ati onship between the |level of funding and the
level of the utility's obligation; and if the
obligati on goes down, then you have excess funding.

MR ROBERTSON:. Well, this is what | didn't want
to get tointois to determne -- | want you to
assume for me, M. Burdell, that.

JUDGE ZABAN: The only problemw th your
hypot heti cal, M. Robertson, it assumes sonething
that doesn't exist, and | think you need to put it

interms of a hypothetical to him -- and I'm
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assum ng that you're saying here is,

Commi ssion doesn't allow the transfer

that Edi son transfers the plants,

obl i gati on.

obl i gati on.

VR ROBERTSON Vel |

if the

of the trust,

t hey have no

They have no deconmi ssioni ng

let's assune that Genco

said, W don't want your noney, we'll do it
our sel ves.
JUDGE ZABAN: That's -- | think that's really

f arf et ched.

VR ROBERTSON Vel |

answer the question.

JUDCGE ZABAN: | nean,

a hypot heti cal .

BY MR ROBERTSON

Q Vll, let's assunme that Genco says,

e

really only wanted 50 percent of what's in the

deconmi ssi oni ng fund.

W don't -

I"'mtrying to get himto

that's really farfetched as

we can do the

rest ourselves, and Commponweal th Edi son is

it's

liability is reduced by 50 percent and it's directed

to make a refund.

Wul d t hat

i mpact your
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JUDGE ZABAN: |'mnot going to allow this, and
I"Il tell you why because | think in addition to
getting into t hat hypothetical, you re going to have
get into at what point and at what percent, okay, it
impacts, and | don't think we really -- that's
ger mane.

I mean, you're talking about sonething
that -- its likelihood of happening is renote or
al rost nonexistent. And even if it was, you get
into the issue then of, And what percent? And
don't think that's really relevant at this point.
BY MR ROBERTSON:

Q Well, M. Burdell, wasn't it your testinony
earlier that Genco was assumi ng 100 percent of

liability for deconm ssioning the plants after the

transfer?
A Yes.
Q Al right. |If Genco assunmes 100 percent of

the liability and Edi son no | onger has any liability
and the Conmmi ssion directs that $2.5 billion be
refund to customers and you' ve already transferred

the assets to Genco, wouldn't Commonweal th Edi son
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pay that money out of current revenues?
A | disagree with your hypothetical. | don't
thi nk the conpany would transfer --

JUDGE ZABAN: (Ckay. But you can't disagree with

a hypothetical. You got to - in a hypothetical, you
have to assune that it's true, okay? And we'll give
it the appropriate weight. | just want to assune

that it's true.

THE WTNESS: kay. |If it's true, then the
Conmi ssion directs the 2.5 mllion to be paid out of
the trust to Conkd, ConEd turns around and refunds
that to ratepayers.

And is it already settled? 1'mjust

trying to understand the hypothetical. ConEd' s
al ready settled the decomm ssioning obligation with
the Genco? Because part of the -- part of this
settlement with Genco is ConkEd turns over that
2 1/2 billion --

JUDGE ZABAN: Ckay. But the hypothetical assunes
that for sonme reason they can't turn over the
2 1/2 billion.

MR ROBERTSON. It's assumed that this action is
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conpl eted Commonweal th Edi son acts on the contract,
which says it's transferring these assets to the

CGenco, and they've turned over the 2.5 billion, and
the Commission in a |l ater proceedi ngs, says, Woops.

JUDGE ZABAN: Well, it doesn't nake a difference
what it does in a |later proceeding. The point --

THE WTNESS: ConEd nust refund 2 1/2 --

JUDGE ZABAN: All you got to worry about is
Commonweal t h Edi son nmust refund 2 1/2 billion for
what ever reason.

THE WTNESS: Yes, that could adversely inpact
the return on equity cal cul ations.

MR ROBERTSON: That's all | wanted to know, is
could this inmpact --

JUDGE ZABAN: All right.

Does anybody have anything further for
M. --
MR WARREN: | just have a quick one.
CRCSS - EXAM NATI ON
BY
MR WARREN

Q M. Burdell, this is Larry Warren fromthe
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Attorney Ceneral's Ofice. Can you hear ne?

A Yes, | can

Q You nentioned earlier in a response -- |
believe it was to one f M. R ddick's questions --
you referred to the cost of power from Genco to
ConEd during the four -year period through 2004. It
has al ready been determ ned; is that correct?

A That's correct.

Q Ckay. Was that -- were those cost figures,
those yearly cost figures, determ ned using the
assunption that all the agr eenents that are attached
or appended to this transfer are going to go through
as witten?

A Vll, I"'mnot sure | understand that
question but --

Q The figures that you --

A The basis of the figures that were used were
to approxi mate the cost that ConEd had in those
vari ous assets and agreenents that were being
transferred over to the Genco.

In other words, the cost of the nuclear

energy produced conbined with the cost of the energy
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under the PPAs and such were fed into a nodel to

2 deternmne what the price of the PPAs shoul d be.

3 Q kay. M question basically is, if any of

4 those assunptions proved to be incorrect for

5 whatever reason, would the -- would that inpact what
6 those costs -- power cost figures are for -- through
7 2004 or could it?

8 A No, the costs are fixed as described in the
9 agreenents.

10 MR WARREN: Ckay. That's all | want.

11 JUDGE ZABAN: kay. M. Flynn, do you have any

12 other question of M. Burdell?

13 MR FLYNN:  Yes.

14

15 CRCSS - EXAM NATI ON

16 BY

17 MR FLYNN:

18 Q Do you recall, M. Burdell, a hypothetical

19 put to you by M. Robertson a few m nutes ago?
20 A Yes, | do.
21 Q Al right. Is it ConEd's intent to transfer

22 the nuclear plants if there's a possibility that it
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woul d have to make significant refund to custoners
that is not commensurate with a reduction init's
deconmissioning liability?

A It is unlikely that ConEd would transfer the
plants to the Genco until such time as the
deconmi ssioning i ssue is resol ved.

Q Thank you.

It seens like a long time ago, but very
early in your tinme on the stand M. Robertson asked
you sone questions about wite-offs and you
di stingui shed between wite-down and wite-off.

Does a wite-down have an effect on the
i ncone statenent?

A No, not in a context of ny description. A
wite-down in one asset value woul d cause the
write-up of another asset by an equal anmount, so it
woul d not an effect on the incone statenent.

Q Al right. And to clarify, the accounting
entries that you describe in Appendix Hrepresent a
wite-down of the investnent in the nuclear plants;
is that correct?

A That's correct.
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MR FLYNN: That's all | have.
RECROSS - EXAM NATI ON
BY
MR, ROBERTSON:

Q M. Burdell, whose books would reflect this
wite-up and wite-down?

A That woul d be the -- at the point of the
merger, that would be on Uni Comis books and |ikely
on Conkd's books. Then at the creation of the
Genco, sone of those assets would be transferred to
t he CGenco.

JUDGE ZABAN: kay. No further questions for
M. Burdell?

Ckay. M. Burdell, you're excused.
Thank you for appeari ng.
(Wtness previously sworn.)
PH L A HARD S,

havi ng been called as a witness herein, after having
been first duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

BY
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MR REVETH S

Q Sir, would you kindly state your nane, title
and busi ness address for the record, if you woul d,
pl ease.

A Yes. My nane is Phil Hardis. [I'ma
financi al anal yst, appearing on behalf of the
financial department for the Illinois Conmerce
Conmi ssion. That's on 527 East Capitol,
Springfield, Illinois 62794.

Q Sir, do you have before you a docunment which
has been previously marked for purposes of
identification as ICC Staff Exhibit 2, which is
entitl ed the unredacted direct testinmony of Phil A
Har di s?

A Yes, | do.

Q And do you al so have before you a docunent
which is also identified for purposes of
identification as ICC Staff Exhibit 2, the redacted
direct testinony of Phil A Hardis?

A Yes.

Q Bot h dated June 2000 and both consisting --

wel |, the unredact ed version consisting of seven
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pages of narrative testimony along with schedul es
2.1 and 2.2 and the redacted direct testi mony does
not clue those schedules; is that correct, sir?

A Yes.

Q Ckay. Now, | ask you, sir, were both
these -- both the unredacted and redacted versions
of this testinony prepared by you, sir, or under
your direction and control ?

A Yes.

Q And if | were to ask you exactly the sane
questions as set forth therei n here and now, would

you, in fact, give exactly the sane responses here

t oday?
A Yes.
Q Is it your intention that this be your sworn

direct testi nony in this proceedi ng?

A Yes, it is.

Q Do you have any additions, nodifications or
corrections you wish to nmake to either your
unredacted or redacted testinonies?

A No.

Q And is it your intention that this be your

177



10

11

12

13

14

15

16

17

18

19

20

21

22

sworn testinmony in this providing, sir?

A Yes, it is.

MR REVETHIS: W at this time, M. Examiner, ask
that the -- both the unredacted and redacted
versions of M. Phil A Hardis' testinony be
admtted into evidence at this time along with
schedules 2.1 and 2.2 of the unredacted version al so
be adnmitted into evidence at this tinme, and we offer
the witness for cross-exam nation also at this tine.

JUDGE ZABAN: Ckay. Any objections?

Both the redacted and unredacted
testinmony of M. Hardis previously as marked a Staff

Exhibit No. 2 will be admtt ed i nto evi dence.

(Wher eupon, Staff
Exhibit No. 2 was adm tted
into evidence.)

JUDGE SHOMIS: And, M. Revethis, | assune if
you' re providing the unredacted version along with
the schedul es, that you make cl ear when they're
handed to the court reporter to be marked that

they're in a separate envel ope and marked as
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confidenti al

MR REVETH S:  Yes.

EXAM NATI ON

BY

JUDCGE SHOWTI S:

Q M. Hardis, | just have one question

A Go ahead.

Q If you turn to Page 5 of your testinony?

A Wul d this be the redacted or unredacted
ver si on?

Q Well, it's the unredacted, but | don't think

I'"mgoing to be asking you about anything that's
confidential.

A Ckay.

Q It's probably in both versions, actually.

You' re referring on Line 102 to an

addi ti onal non-generating asset that was excluded in
the original filing; do you see that?

A Yes, | am

Q VWat are you referring to there? |Is that
related to Conconber or is that sonething el se?

A. I"msorry, can you repeat that?
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Q Is that related to Conconber or is that
sonet hi ng el se?

A. It's related to the difference between
00- 0244 and the new docket, 0394.

Q Vll, what is that? | guess to make -- to
shorten it, what is that asset that you're
ref erenci ng?

A ConEd -- | spoke with ConEd. They -- and
data requested them asking specifically if there was
any differences between the docket and additi onal
non-generating assets or generating.

They responded to nme that there was a
difference in non-generating assets, but that it was
around a mllion dollars or |ess.

So then in ny testinony, | responded to
that, if this is correct, that this would not alter
the RCE calculations significantly but that they
shoul d al so supply sonme docunents -- |'msorry,
financial statenents reflecting the changes caused
by this additional non-generating asset.

Q Did they supply it to you?

A No, they did not. And that's why | added it
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in my testinony because of the expedited nature of
this, and | didn't have the information in front of
me; so | wanted to nmake sure that it would be
submitted into the hearing.

MR, FLYNN: And for the exami ners, the conpany is
proposing to file those as late-filed exhibits.

JUDGE SHOMI S: My sol e reason for inquiring was
to see whether this informati on was going to be
provi ded.

MR FLYNN. And the travel schedul e of
M. Burdell that compelled himto testif y by
tel ephone --

JUDGE ZABAN: Ckay. We'll allowthe late filing.
JUDGE SHOMIS: That's all | had. | was just
trying to clarify if you' d receive that information

or howit was going to get in the record.

THE WTNESS: No, | have not, and that's why I
wanted to add it to my testinony so that it would be
known that there was a difference in t he
non- generating asset, and the conpany has specified
the approxi mate anmount was a mllion dollars.

JUDGE SHOMI S: Ckay. That's fine.
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JUDGE ZABAN: Ckay. Hold on one second,
M. Hardis.
(Wher eupon, a di scussion
was had off the record.)
JUDGE ZABAN: M. Hardis, are you there?
THE WTNESS: Yes.
MR REVETH S: There's sone additional cross for
you.
JUDGE ZABAN: Sone peopl e have some questions
they need to ask you.
M. Riddick?

MR RIDDICK: Thank you, M. Hearing Exam ner.

CRCOSS - EXAM NATI ON
BY
MR R DDl CK:
Q Conrad Riddick representing the Gty of
Chi cago.
M. Hardis, in your analysis of the ROE
under the statutory provisions of 16-111, did you

revi ew any scenarios that included a possible refund

182



10

11

12

13

14

15

16

17

18

19

20

21

22

by Conmonweal t h Edi son?

A Not directly. 1 do not know exactly what
the exact refunds would be, but it's definitely
clear that it would have depend on what the effect
woul d be under net incone.

Q So --

A And w t hout exact cal cul ations, that would
be difficult to calcul ate.

Q VWll, let's not talk about numbers now
because I'minterested nore in the nechanics.

A Ckay.

Q So whether or not the RCE would be effected
depends in part on how the refund showed up on
books; that is, what account were effected?

A Yes, that would be apparent and al so to what
| evel the anmount woul d al so be a factor.

Q Ckay. So, first, depending on the
circunstances of the refund, it's possible that an
account that is involved in the RCE eval uati on m ght
be effected by sone ambunt. Let's worry about the
anount separately. Yes, no?

A Well, that depends to how this refund is
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going to be inplemented and to what effects it would
have on the conpany's net inconme.

Q But it is possible that an account that's
involved in the RCE eval uation could be effected?

A ["'mnot sure how that refund woul d work and
exactly how it would effect the net incone.

Q The question is whether or not you can say
that no matter how the refund was inplenented, it
woul d have no effect on the RCE evaluation. Can
make that statenent?

A | don't know for sure. [If the refund would
be issued and to what precise inplenentation the
refund will have, so therefore it's hard for nme to
say exactly how it would effect the ROEs.

Q But it's possible that the RCE mght --

MR REVETH S: | think --

JUDGE ZABAN: M. R ddick, | nean, the point
is --

MR REVETH S: He's beating himlike a veal calf
now.

JUDGE ZABAN: | think at this point it's

argunentative. He's told you he doesn't enough
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i nformation, okay?

MR RIDDCK It's difficult to see how he

doesn't have enough i nformation

JUDGE ZABAN: Ckay. Well, it doesn't --
MR RIDDICK |I'mnot asking the witness --
MR REVETH'S: | think he's answered the

question --

MR RDDICK Let ne --

MR REVETH' S: -- as best he.

MR RIDDICK -- make my argunment, M. Revethis,
pl ease.

MR REVETH S: Ckay.

MR RIDDICK [I'mnot asking the witness howit

woul d be effected.

accounting matter,

accounting matter,

it's possible that an account

anal ysis mght be

whet her it's possible,

I"'msinply asking him as an

as an

and he is an accountant, whet her

ef f ect ed.

JUDGE ZABAN. Okay. M. --

MR REVETH S

The witness is not wll

specul ate under oath. That's clear

JUDCGE ZABAN

Let's do it this way.

involved in his RCE

ing to

M. Hardis,
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are you there?

THE WTNESS: Yes.

JUDGE ZABAN: |Is there any possible scenario
under whi ch Conmonweal t h Edi son woul d be conpel | ed
to make a refund to its custoners which could effect
t he RCE?

THE WTNESS: kay, first case, I'mnot actually
an accountant. |I'ma financial analyst. And -- so
I want to get that straight.

And also if there is a refund that would
be submtted and it changed the net income then
yes, it would effect ROE cal cul ation

JUDGE ZABAN: Ckay. Fine. Al right. Next
question, M. Riddick

MR RIDDICK That's it.

JUDGE ZABAN. Ckay. Fine

Anybody el se have any questions of
M. Hardis.

Ckay. Thank you

MR REVETH'S: No redirect. Thank you

JUDGE ZABAN: Thank you, M. Hardis. You're

excused.
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Ckay. Any other witnesses?

MR RIDDICK:  You have one nore, don't you?

MR REVETH S: Yes, Ms. Coldberger. But | have
an affidavit.

MR RIDDICK: And then M. Manshio.

MR REVETH S: It's ny understanding there's no
cross for Ms. Col dberger.

MR RIDDICK: Actually, because he couldn't
answer the question, she is the accountant; right?

JUDGE ZABAN: First of all, you know what , 1'm
not going to even let you ask the question because
really -- what you're really tal king about is

sonmething that's really specul ative, and

Conmonweal t h Edi son has already answered that if the

deal -- if the refund you're tal king about doesn't
go through, they're just not going to do the deal
okay?

And | think that's readily apparent and
we agree that there are -- it's repetitive at this
point, M. R ddick. The point is, yes, if
Comonweal th Edison is required to pay $10 billion

it can effect their RCE
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answered the question by saying,
to pay $10 billion,

I think we can deal

But | think Commonweal t h Edi son has

order.
MR REVETH S:
here also, | think so.

JUDGE ZABAN. Ckay.

Ms. Col dberger on?

MR REVETH S:  Yes.

havi ng been called as a w tness herein,

been first duly sworn,

foll ows:

if we're required

we're not going to do deal. And

with that appropriately in the

And there's some scope concerns

Do you want to put

(Wtness previously sworn.)

KAREN A. GOLDBERGER

DI RECT EXAM NATI ON
BY

MR REVETH S

after having

was exam ned and testified as
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Q Ms. Col dber ger ?

A Yes.

Q Whul d you kindly state your nane, title and
busi ness address for the record, if you woul d,
pl ease.

A My nane Karen A. ol dberger. M business
address is 527 East Capitol Avenue, Springfield,
Il'linois 62701.

Q Ms. ol dberger, do you have a docunent
bef ore you whi ch has been previously narked for
purposes of identification as 1CC Staff Exhibit 1,
entitled the direct testinony of Karen A
Col dberger, dated June 2000 consisting of nine pages
of narrative testinony?

A Yes, | do.

Q And, Ms. Col dberger, was this testinmony, in
fact, prepared by you or under your direction and
control, ma' an?

A Yes, it was.

Q Do you have additions, nodifications or
corrections you wish to make to sane?

A No.
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Q If I were to ask you exactly the same
questions as set forth herein, would you, in fact,
gi ve exactly the sane responses here and now t oday?
A Yes, | woul d.
Q Is it your intention that this be your sworn
testinmony in this proceedi ng?
A Yes.
MR REVETHS: M. Exam ner, at this tinme we ask
that the direct testinmony of Karen A. ol dberger
dat ed June 2000 previously marked for purposes of
identification as Illinois Conrerce Conm ssion Staff
Exhibit 1 be admtted into evidence at this tinme and
we proffer the witness for cross-exam nation al so.
JUDGE ZABAN: Ckay. Any objections to the
adm ssion of the docunent into evidence?
The testinmony of Karen Col dberger wll be
admtted as Staff Exhibit No. 1 .
(Wher eupon, Staff
Exhibit No. 1 was adm tted
into evidence.)
MR. REVETH S: Thank you, M. Exam ner.

JUDGE ZABAN:  Any cross?
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MR RIDDICK: But for the Hearing Exam ner's
ruling, | would ask the sane question that | asked
of M. --

JUDGE ZABAN: kay. It's noted for the record.

MR REVETH S: Thank you, Ms. ol dberger.

JUDGE ZABAN: (kay. Do you have any ot her
Wi t ness?

MR FLYNN:. W have M. Manshi o.

JUDGE ZABAN: M. Manshi o, would you pl ease raise

your right hand.

(Wtness sworn.)

CALVI N MANSHI G,

havi ng been called as a witness herein, after having

been first duly sworn, was exam ned and testified as

fol | ows:

DI RECT EXAM NATI ON

BY

MR FLYNN:
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Q Whul d you pl ease state your nane for the
record

A My nane is Calvin Manshio, M-a-n-s-h-i-o.

Q M. Manshi o, you have before you a docunent
previously marked as ConEd Exhibit 2 bearing the
caption direct testimony of Calvin Manshi o, partner,
Manshi o & Wal | ace.

Is this a copy of your direct testinony
in this case?

A Yes, it is.

Q Is this testinony true and correct to the
best of your know edge?

A Yes, it is.

MR FLYNN: M. Examiner, | would nove for the
admi ssion into evidence of ConEd Exhibits 1 and 2
and tender M. Manshio for cross-exan nation

JUDGE ZABAN: kay. Are you asking that
M. Manshio's proffered testinony be admitted into
evi dence as wel | ?

MR, FLYNN: Yes. That's Exhibit 2.

JUDGE ZABAN: Ckay. Any objection to the

adm ssion of Commpnweal th Edi son's Exhibits 1 and 2?

192



10

11

12

13

14

15

16

17

18

19

20

21

22

MR R DD CK:  Yes.

JUDGE ZABAN: What is the nature of the
obj ection?

MR RIDDICK: Substantial portions, if not all
of the testinony seens to ne to be | egal argunent
properly reserved for brief. These are exactly the
same issues that M. Flynn has argued this norning
during numerous objections.

JUDGE ZABAN: Ckay. Your objection will be noted
for the record. W're going to -- what I'll do is
I"lI'l admt the testinony, okay, subject to your
objection. Okay?

And we can have individual rulings on
those portions of testinmony that is objectionable;
and at a later date, we can strike it fromthe
record, if necessary. Ckay?

So in other words, I'll admt them --

MR RIDDICK darification, do you nean as a
part of the briefing or on a separate notion?

JUDGE ZABAN: Well, we can do is, as part of the
briefing, you can raise those issues of testinony

that you find objectionable and we can rule on it at
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that time. But for the purposes of continuity, I'm

just going to admt the document and then it will be

gi ven the appropriate wei ght based on the argunents.

MR WARREN: M. Examner, for the record, 1'd

like to join in on that objection.

JUDGE ZABAN: That's fine. And at any tinme

during the briefing schedule, you're free to do it.

Once the objection is made for the record, anybody

who wants to participate can .

(Wher eupon, ConEd

Exhibit Nos. 1 and 2 were

admtted i nto evidence.)

JUDGE ZABAN: kay. Does anybody have any

questions of M. Manshio at this tinme?

MR, ROBERTSON: |

do.

JUDGE ZABAN: Ckay. M. Raobertson.

MR ROBERTSON: Thank you.

CROSS - EXAM NATI ON

BY

MR ROBERTSON:

Q M. Manshi o,

of your testinony.

woul d you turn to Page 7 and 8
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A kay. I|I'mthere.

Q There you -- beginning at Line 155, you
present a quotation froma report submtted to the
Ceneral Assenbly by the Illinois Conmerce
Commi ssion; is that correct?

A That's correct.

Q And it related to legislation that was in
pendi ng before the General Assenbly with regard to
customer choice and rate relief, restructuring the
electric industry; is that correct?

A That's correct.

Q Now, do you agree with the anal ysis of
the -- that's contained in the quotation there?

A | generally agree with it.

Q Are there parts of it you disagree with; and

if so, what are they?

A O her parts of the report probably; but as
far as this statement goes, | agree with the quoted
st at enent .

Q Ckay. Now, if | understand this statenent
and your agreenment with it, essentially, it's your

position that 16-111(g) gives the utility the
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authority to enter in, inplenent reorganization
retire generating plants fromservice, transfer
utility assets to affiliated or unaffiliated
entities and enter into power purchase agreenents
under the procedure that we're here in today; is
that correct?

A Just to clarify, the cited report is from
the precursor to what becane the Custoner Choice
Act, Senate Bill 55, which did not pass. But the
| anguage that was contained in Senate Bill 55 was
eventual |y adopted by the General Assenbly in the
Cust omer Choi ce Act.

Q Just so | understand, the | anguage that is
bei ng sunmari zed and anal yzed here is the sane
| anguage that now appears in 16-111(g); is that
correct?

A It's ny understandi ng, yes.

Q And by here, | nean in the quotation that
appears at Lines 155 through 175 of your testinony?

A That's correct.

Q On Page 9 of your testinony, Lines 201 to

206, they talk about a public intra-standard and the
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fact that 16-111(g) limts intervention and tinme for
hearing and that this is a denonstration that there
was a bal anci ng of conpeting interests; is that
correct?

A Ceneral ly, yes.

Q And this statenment is nmade in reference to
the transfer -- or the Commission's review of asset
di spositions; is that correct?

A Yes. Specifically the Iines that you' ve
cited deal with the distinctions that exist between
Section 7-102 and 16-111(g9).

Q And you al so refer to, at Line 211, asset
di spositions at that location in your testinony; is
that correct?

A That's correct.

Q And those are the assets of the electric
utility, public utility?

A That's correct.

Q At Line 245 to 248, Page 11 of your
testinmony, you suggest it would be inappropriate for
the Commi ssion to consider deconm ssioning charges

or costs in the context of this proceeding; is that
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correct? |Issues relating to decomm ssioning charges
or costs in the context of this proceeding; is that
correct?

A I like your later phrasing of the question
better, the issues related to.

Q Am 1 correct that --

A Yes, you are correct.

Q And where, in your opinion, would it be
appropriate for the Comm ssion to consider this --
or these issues?

A | believe the Custoner Choice Act creates a
speci fic provision under 16-114, which relates to
deconmi ssi oni ng.

Q Do you know whet her or not it can be
consi dered under Section -- or do you have a feeling
as to whether or not it would be appropriate to
consider this under Section 8-805.1 and the
provision of the Act that relates to the
establi shment of the nucl ear decomm ssioning rider
in the first instance?

The section escapes ne right now.

A It would probably be appropriate, but I
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think -- if | can expand on that, you need to
consider it in a larger context.

The hi story behind the decomm ssi oni ng
funds why there were set up; and if you take that
into consideration, public policy has evol ved
through the legislature activity, Illinois Comerce
Conmi ssion, in dealing with the decomm ssioning
trust funds.

There's kind of a |ogical sequence of
events that have created separate deconm ssioning
trusts and the fact that those funds -- the funding
is separate from base rates.

So if you -- you can cite a different
section of the statute, 8-508 or 16-114; but in
order to get a conplete view of how the Cenera
Assenbly and t he Conm ssion has vi ewed
deconmi ssioning trusts obligations by the utility
and how consuners should pay for it, you really have
to consider howit's evol ved through the various
Conmi ssi on proceedi ngs.

Q Ckay. Do you believe that a utility can

enter into an agreenent in the context of a
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16-111(g) proceeding that otherwi se violates the
Public UWilities Act?

A I would think not.

Q Li ne 251 of your testinony, you tal k about
the fact that the Commi ssion, in your opinion
cannot expand the scope of its authority under
16-111(g) regardless of its motivation for doing so;
is that correct?

A That's correct.

Q Can a utility use Section 16-111(g) for
sonmething -- strike that.

If you would go to Page 12 of your
testinmony and your statenment at Lines 268 to 271,
you don't believe 16-111 -- or that the Conm ssion
may not condition its approval in a 16-111(9)
proceedi ng on decomm ssioning related matters; do
you see that?

A Yes, | do.

Q If the Conmission found that a particul ar
asset was -- should be retained by an electric
utility because it was needed to provide safe and

reliable tariffs service, do you have an opinion as
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to whether or not the Conmission would have the
authority to nodify the notice filed by the utility
to exclude that asset or would they have to reject
the notice inits entirety?

A I think that it would have to be rejected in
its entirety.

Q So you don't believe the Comm ssion can --
as you refer to it, the Conm ssion's approval here

may not be conditioned in any way; is that correct?

A | don't believe --
Q I n your opinion
A | believe there's two criterias set up by

16-111(g), and the Conmi ssion's obligation to
determ ne whether or not those two conditions create
a situation where the Comm ssion, in effect, would
not approve the transaction

Let me clarify, by approval, | don't nean
the Conmission, in effect, has to formal |y approve
it. | mean, there's a mechanismw thin the statute
where once the notice is provided to the Conm ssion
the Conmi ssion doesn't even have to have hearings.

Q Now, at Line 381 to 384 of your testinony,
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you suggest that the Conmi ssion can determ ne from
the ConEd notice which assets and obligations are
being transferred to whom why and on what terns and
conditions and how the conpany will operate after
the transfer; is that correct?

A That's correct.

Q Whul d you point out to nme or can you direct
me to any particular exhibit attached to the notice
of filing, the notice of filing itself or either the
testinmony of M. Burdell or M. MDonald that states
the exact terns and conditions upon which the
nucl ear decomm ssioning trust fund will be
transferred?

A It's been a while since I've | ook ed at that.
I could not at this point wthout |ooking at the
docunents cite a particular exhibit.

Q Ckay. Do you want to take a nonment to see
if you can find something you can refer nme to?

I don't mean just a statement that
they're going to transfer it but, |I mean, something
that actually describes the exact terns and

conditions of the transfer.
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JUDGE ZABAN. Take a short recess.
(Whereupon, a brief
recess was taken.)

JUDGE ZABAN: M. Manshi o, have you had an
opportunity to exam ne the docunents.

THE WTNESS: Yes, | have.

JUDGE ZABAN: Has you nenory at this point -- is
your recollection refreshed?

THE WTNESS: Yes.

JUDGE ZABAN: Ckay.

THE WTNESS: Do want ne to just answer it or do
you want to repeat the question?

JUDGE ZABAN: If you recall the question, you can
just answer the question.

THE WTNESS: | believe the question related to
what did | base the ternms and condi tions in ny
testinony on Page 17, Line 386.

Basically, it was ny review of the notice
to the Commi ssion and specifically Exhibit C which
deals with the facilities agreenent and, D, the
power purchase agreenent.

BY MR ROBERTSON
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Q The terns and conditions of the transfer of
the nucl ear decomm ssioning trust fund is what the
question went to, not the nuclear generating assets.

A I guess | don't distinguish between the
trust fund and the facilities.

Q You consider to be the assets -- the assets
and the trust fund to be an asset of Commonweal th
Edi son?

A No, that isn't what | said.

Q Ckay.

A | consider the nuclear plants and the trust
funds to be linked so the that trust funds goes with
the facilities. |If | can elaborate on that --

Q Al right. If I can, just so | understand
is there language in here in either one of the
agreenments you referenced that specifically states
the nmechanics for transferring the nucl ear
decomm ssioning trust fund, or does it just

generally govern the transfer of this bushel of

asset s?
A The latter. The bushel of assets.
Q Do you think it's inmportant for -- well
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strike that.

You al so stated, 384, 385, the Conm ssion
does not lack any facts that it requires to render a
deci si on.

Do you know -- do you believe it is
i mportant for the Conm ssion to know whet her or not
a particular asset is actually an asset of the
public utility in the context of these proceedi ngs?

A VWen you say an asset of a public utility,
do you nean an asset generally or an asset that's
part of this notice of transfer?

Q I mean, they list a series of assets in
their notice of transfer. They specifically intend
to transfer -- and it's listed in the distribution

Is that what it's called? Contribution
agr eenent .

MR, FLYNN: Are you referencing a specific
schedul e?

MR ROBERTSON: It's in the text of the
agreenent, 2.1.

MR FLYNN: \What page, |'msorry?

MR ROBERTSON: Page 7.
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THE WTNESS: Are you asking ne whether or not
the decommi ssioning trust funds are listed in --
BY MR ROBERTSON:

Q No, |'m sinply asking whether or not you
believe it's inportant in the context of a 16-111(Q)
proceedi ng that the Conmm ssion know t hat the assets
the utility proposes to transfer under this type of
proceedi ng are actually assets of the public
utility.

A Yes.

Q And is that because 16-111(g) only permts
themto transfer assets of the public utility?

A Yes.

Q Now, in the context -- is it your opinion
that the failure of the Conmi ssion to prohibit the
transacti on as proposed by Edison in its notice of
transfer constitutes an approval of the transaction
by the Comm ssion?

A If you' re asking nme if the Conm ssion does
not hi ng, does the transfer becone effective wthout
t he Conmi ssi on approval ?

Q Unh-huh, that's one way to put it.
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A I would say given the tine frane provided by
the statute, the Conmission has that tinme in which
to act.

I guess that would inply the Comm ssion
does have the ability -- | mean, the transaction
would go into effect if Conmi ssion has exercised its
authority within that 90-day peri od.

Q Al right. So that if the Comm ssion issues
an order in which it says we do not assune -- |
don't know what the Conm ssion -- order the
Commi ssion will enter -- but if the Commission finds
that the conpany will continue to be able to provide
safe and reliable tariff service and that there is
no likelihood of an increase i n base rates, they
make those two findings, does that constitute an
approval by the Comm ssion of the remnai nder of all
the other elenents of the transaction, in your
opi ni on?

A | believe that neans the Conm ssion has
approved the transaction, and whatever is included
within that transaction.

Q kay. Now, if the Commission in the course
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of a 16-111(g) proceedi ng becones aware that a
particul ar asset or set of assets are not assets of
the public utility, what would be the inpact, in
your opinion? What woul d the Commi ssion --

A And those assets would be part of the notice
provided to the Commi ssion as far as transfer of
assets?

Q Yeah

What coul d the Conmi ssion do about that
under 16-111(g)?

A | guess | have a difficult time
understandi ng the question because if the assets
were listed in the notice of transfer, then the
assunption woul d be that they're considered public
utility assets, but you're telling ne that they're
not public utility assets; so why would they be in
the notice?

JUDGE ZABAN: Well, if it subsequently turns out
that an asset clainmed to be an asset turns out to
not be an asset, what effect would that have?

BY MR ROBERTSON:

Q Yeah
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And it conmes out in the course of the
proceedi ng, what do you think the Comm ssion coul d
do about it, in the context of this case or a case
like this?

A If they're not a public utility asset , the
Conmi ssion has no authority over them

Q kay. So what woul d happen? They woul d be
excl uded or the Conmmi ssion would reject the whole
notice?

A Well, | guess the premi se to your question
woul d be that the Commi ssion would have to initially
make sonme determination that certain assets were not
public utility assets; and then based upon that,
render a decision based on the two criterias under
16-111(g) --

Q kay. | started to talk before I heard the
rest of your answer.

MR, ROBERTSON: I'msorry, could you read the
answer back to ne.

(Wher eupon, the record was
read as requested.)

BY MR ROBERTSON
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Q And that rendering of the decision on the
two criteria would relate only to the assets that
were properly utility assets; is that correct?

A That's correct.

Q And so the other asset, the Conm ssion could
say, That's not a utility assets; that's not
properly the subject of your filing; it ought to be
excluded; we only make this finding in reference to
the assets that are properly before us?

A I think that's generally true; although, I
think there's an argunent that can be nade that the
conmpany havi ng presented these assets in their
filing has deemed themto be public utility assets.

Q Ckay. Just because the conpany says so?

A Vell, I'"ve seen a lot of cases where this
Conmi ssi on has taken the conpany's acqui escence to
things that it has no authority to do and bound it
later on; so thisis -- could be a simlar
si tuati on.

Q Yeah, but we're starting with a clean slate
here, and I'mnot really trying to -- I'mtrying to

find out what you believe the law requires. | think
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that's the substance of your testinobny because
you' re offering opinions about that.

And so do you agree or disagree, in a
perfect world, okay, that the Conmi ssion should or
could say that, W got this asset here and it's
turned out that it's not really a public utility
asset; we got this other five assets over here that
are public utility assets; we can -- we have the
authority under 16-111(g) to exclude the non-public
utility asset fromthe proceedi ng?

A | believe generally what you outlined woul d
be the procedure. |If the Comm ssion decides -- it
determ ned that some assets are not public utility
assets, they exclude them from pr oceedi ngs.

MR, ROBERTSON: | have no further questions

JUDGE ZABAN: Ckay.

M5. DOSS: | have one question.

JUDGE ZABAN: Ckay. Ms. Doss.

CRCSS- EXAM NATI ON
BY
MS. DOSS:

Q M. Manshi o, Leijuana Doss on behal f of the
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Cook County State's Attorney O fice.

Just for a clarifying, in what capacity
are you testifying on behalf of ConEd in this
pr oceedi ng?

A | guess generally as a witness famliar with
Conmi ssi on proceedi ngs, Conmi ssion rulings regarding
deconmi ssioning and the 16-111(g) of the statute and
how that's changed, the traditional node which the
Conmi ssion has exercised its authority.

Q And your famliarity, are you basing that
more on as being an attorney or as a forner
conm ssi oner or --

A I think generally as a former conm ssioner

M5. DOSS: No further questions.

JUDGE ZABAN: kay. Anything further?

MR RIDDICK: Just a couple.

CROSS- EXAM NATI ON

BY
MR Rl DDI CK
Q I"d like to go back to one of your
answers -- did | say just a couple?

MR FLYNN: That's all right. W take it for
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what it was worth.
BY MR R DD CK:

Q Back to an answer to one of Robertson
questions, | thought you had indicated that you
viewed the Conmission's finding that there were no
statutory bases for prohibiting the transaction as
an inplicit approval of the entire transaction

Is ny recollection accurate or shoul d
that statenent be nodified?

A Vll, | don't want to touch the question
about your recollection, but let me just clarify, ny
understanding of 16-111(g) is that a notice is
provided by the utility to the Comm ssion indicating
they want to transfer assets, for exanple.

At that time the Conmi ssion has the
ability to review those, clarify certain facts
they' ve recei ved and determ ne whet her they want to
initiate a proceeding or not.

If they decide to go forward with the
proceedi ng because of a specific tine line, there's
limtations and intervention, and there's two

criterias that conme into play as far as review ng
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the transaction

So you can deem -- whet her you deem
there's a prohibition by the Conmssion, | think the
Conmi ssion has the right to say that one of the
requirenments is not satisfied; and if that's the
case, then, in effect, they're prohibiting the
transfer.

Q Wul d a Conmi ssion finding that neither of
the two conditions stated in 16-111(g) for
prohi biting the transaction has been satisfied on
the evidence in the case?

The Comm ssion expressly nakes those
findi ngs but says nothing el se, does that order of
the Conmi ssion constitute an approval in any way of
the substance of the agreenments provi ded as
information to the Conm ssion?

A No. There's two questions, | think, you've
got there. First, is the -- if the Comm ssion

decides to reject the transfer because t hey find

that one -- or two of the currents are not
satisfied, | would think the Comm ssion woul d have
to elaborate. It's not as sinple --
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JUDGE ZABAN. Ckay.

in here, okay?

These aren't proper questions.

You

can tell you what he thinks.

really doesn't bind ne.

Conmi ssion, okay? He's telling you

experience, certain thi

I'm --

ngs,

know, 1'mgoing to junp

Al right? But

all right?

we're the

Ckay? He

it

based on his

The f act that M. Manshio feels this may

or may not be true doesn't bind me in any way.

think if this were a separate proceeding in front of

anot her agency other than the Comm ssion,

M. Manshi o' s opinions in that

respect woul d be

germane; but to have you tell himwhat the
Conmission is going to do or not do, I -- just isn't
proper. | nean, we're not bound by anything he

says, okay? |It's strictly advisory at this point.

MR RIDDCK | understand that but that's the

substance of his entire testinony.

JUDGE ZABAN: You're asking himto state

definitive facts that ultimtely the hearing

exam ners and the conm ssioner are going to have to

deci de on M. Manshi o,

okay?
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MR RIDDICK Wth that understanding, | may
pr oceed?

JUDGE ZABAN: |1'mgoing to allow you one or two
more questions and that's it.

MR RIDDICK: Well, then I'd like to be heard on
the point.

JUDGE ZABAN: Go ahead.

MR RIDDICK: M. Mnshio has given us 20 pages
of his interpretation of what the Conm ssion can and
cannot do.

JUDGE ZABAN: Now, M. Riddick, you also told ne
that you objected to --

MR RIDDICK:  Absolutely.

JUDGE ZABAN: -- because you felt that it was --
that, in fact, that it was legal rhetoric and it had
no basis, okay?

Now, you cone in and you're giving it
credence by asking himquestions about what he
thinks. | nean --

MR RIDDICK That's not the case, your Honor.

My objection was to exclude the testimny. M

obj ection was not sustained. The testi nmony was | et
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in on the condition --

JUDGE ZABAN: Excuse nme, | said | would grant you
leave to file an appropriate notion barring that
portion of the testinony, okay, that you felt wasn't
proper; that | was going to admt it --- | was going
to admt it as a docunent, but | was going to grant
you leave to file your petitions with exceptions of
the testinony.

MR RIDDICK Right. But at the nonment, the
testimony --

JUDGE ZABAN: Well, not at the nonent --

MR RIDDICK: -- is in the record

JUDGE ZABAN: -- because, | tell you, it's kind
of like you don't get two bites of the apple, okay?
It's kind of like, when you file an objection of
jurisdiction, you can't argue anythi ng about the
case. You got to deal with the jurisdiction

If you feel his testinony is not gernane,
okay, and that's your objection, then file -- I'm
af fording you the opportunity to file the
appropriate notions that we'll rule on. GCkay?

MR RIDDICK:  Your position, your Honor, if | may
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say so, presents ne with an untenabl e choice.

You have said, | will allow the docunent
in but you re not allowed to question because you've
indicated that sone of it nay be objectionabl e;
whereas, the docunent is nowin the record. Had you
ruled --

JUDGE ZABAN: Ckay. |'m going to assune that
those things that you questioned M. Manshi o about
are not obj ectionabl e.

MR RIDDICK: Again, | think that presents an
unfair choice. You have let the docunent into the
record. | amnow presented with facts in the record
as stated by M. Manshio or opinions as stated by
M. Manshi o.

You' re saying to ne, | can either choose
not to question himand take a chance that |ater
on --

JUDGE ZABAN: And |'m expl ai ni ng that sonetines
in the |l aw you have to nake a choice. And
particul arly when you object to sonme kind of
testinony, you have to make a choice as to

whether -- | think it's so poor and it's so
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untenabl e that it shouldn't be included; that once
you go into it, you add credence to it, okay?

I"'mtelling you -- okay, this is ny
ruling: You're going to have to make a choi ce.
Ckay? If you want to file your notion, okay, then
you can't go into the rest of this, all right?

Because | -- at this point, | really
think he is at -- what you're asking hi madds
nothing to the proceedings. These are purely his
opi ni ons.

They don't bind the Conm ssion in any
way, shape or form and | don't see anything you're
addi ng here to what's goi ng on.

MR RIDDICK: | fail to see the difference
between what |I'm asking himto express an opinion on
and what he has expressed 20 pages of opinions on.

JUDGE ZABAN: \Well, then the answer is, if you
don't think it's relevant, then |I've give you an
avenue for which to file the proper objection to the
t esti nony.

I may sustain it and then none of it is

rel evant.

219



10

11

12

13

14

15

16

17

18

19

20

21

22

MR RIDDICK And if you do not sustain it, |
will have lost the opportunity to question him

JUDGE ZABAN: Well, that's the point of your
objection; isn't it?

MR RIDDICK No. The point of my objection was
to gain aruling at this tine. You deferred a
ruling and put me in this position.

JUDGE ZABAN: | don't think I have. | think --
I"mgoing to give you two nore questions. That's
it.

MR RIDDICK Well, given the conditions you' ve
pl aced on ny asking questions, | have no further
questi ons.

JUDGE ZABAN: Okay. Anything further?

M5. DOSS: | have one nore question.

JUDGE ZABAN: Ckay. Ms. Doss.

FURTHER CROSS - EXAM NATI ON
BY
M5. DCSS:

Q Lei juana Doss for the State's Attorneys

Ofice.

Was there a contract between you and
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Contd as far as testifying in this proceeding?

A There's a letter of engagenent.

Q And in that letter of engagenent, is there
any characterization of how you were enpl oyed on

behal f of ConEd?

MR FLYNN: I'msorry, what's neant by "how'?
BY M. DOCSS:
Q In the sense of is there a title given to

you? Were you hired as an attorney, as a former
commi ssi oner or any type of title?
A Wt ness.
Q Sinpl e witness? Ckay.
M. DOSS: Al right. No further questions.
EXAM NATI ON
BY
JUDGE ZABAN:
Q M. Manshio, are you being paid for your
testinmony here today?
A That's correct.
JUDGE ZABAN: kay. Anybody el se have anyt hi ng
further?

MR, ROBERTSON: | guess we need to -- at some

221



10

11

12

13

14

15

16

17

18

19

20

21

22

point in tine, | want to nove to admt ny docunent,
the trust, the nucl ear decomm ssioning trust.
JUDGE ZABAN: Did we get an agreenent from --
MR. ROBERTSON: W have an agreenment as to
foundati on. They have no objection

It is atrue and correct copy. They have

another -- an objection to rel evancy which --
JUDGE ZABAN: Ckay. That's fine.

Ckay. It will be admtted as a true and
accurate copy of the agreenment, and I will admt it
subject to the objection of Cormonweal th Edi son as
to relevancy. | think the objections go to the
wei ght being given to it, not as to its
adm ssibility, okay?

MR FLYNN: | would say for the record, actually,

our objection goes to admissibility on the grounds

of relevance, but we'll accept --
JUDGE ZABAN: | understand that. ['mgoing to
admt it. | think it just -- I think it goes to --

it will be given the appropriate weight as of the
facts of the case.

Ckay. Now, we need to tal k about some
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kind of schedule for briefing. The original --
MR FLYNN.  You want this off the record?
JUDGE ZABAN: Yeah, we can go off the record for
t hi s.
(Wher eupon, a di scussion
was had off the record.)
JUDGE ZABAN: Let's go back on record.
There being no further testinony in this
matter, we're going to mark it heard and taken
MR, ROBERTSON: M. Examiner, we didn't identify
by exhi bit nunmber, ny exhibit.
JUDGE ZABAN: What do you want to call it?
MR ROBERTSON: It's called I EC Cross Exhibit 1.
JUDGE ZABAN: kay. That's fine.
Now, al so, | understand that M. Flynn
going to have a late filing in this matter?
MR FLYNN:  Yes.
JUDGE ZABAN: Any ot her people that are going to
need late filings in this?
That being the case, we're going to set
July 14th for initial briefs, reply briefs will be

July 20th. W're going to set July 26th for the
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HEPO  July 31th for exceptions. August 3rd for
replies. kay?

Anyt hi ng further?

MR, FLYNN: A question has been rai sed whet her
the Conkd exhibits were admtted. | recall moving
to admit Exhibits 1 and 2, and | believe the
exam ner admitted 1 and admitted 2 over the
objection of the City; but to the extent that's not
correct, | guess | re-nove.

JUDGE ZABAN:  Yeah.

MR, FLYNN: And you can re-object.

MR RIDDICK: Please note ny objection.

JUDGE ZABAN. What | have done is, | have all owed
the adm ssion of Exhibit 1, okay, the testinony
of -- the testinmony of M. Manshio.

Wiat |'ve done is | have admtted it,
subject to objection, formal witten objections
being filed as to i ts rel evance, okay?

MR, RIDDICK: That wasn't the basis of ny
obj ecti on.

JUDGE ZABAN: Well, your testinmony was -- what

was your objection?
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MR RIDDICK That it was |egal argunent.

JUDGE ZABAN: kay. Fine. Subject to you
presenting ne with the witten brief on your
position that it, in fact, it's |legal argument, and
then I will nmake a ruling or M. Showis will nake a
ruling on its admssibility.

MR WARREN. And to be clear, that's f or
everyone?

JUDGE ZABAN: That's right. And there are other
parties that wanted to join in and I will allow them
tojoinin as well on that basis.

MR. ROBERTSON: And just so the record is clear,
I1EC Gross Exhibit 1 is the errata -- it's a
docunent entitled "errata" and attached to it are
the nucl ear deconm ssioning trust agreenents of
Conmonweal t h Edi son and Northern Trust Conpany.

JUDGE ZABAN: kay. Anybody else feel a need to
be heard?

That's it.

HEARD AND TAKEN
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